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Member Mateo can help me recall, when this issue was
brought up, I did express my concerns about it.

Have you had -- since that time the Department has
had public meetings with the people of Paia or hasg

this just been meetings with certain individuals?

6 MR. PEARSON: We had one public meeting with the folks in
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Paia, and, boy, it was more than six months ago. It
was a while ago. And at that time it was clear that
there were concerns not only with the nitrogen but
with the DVCP. And even with the GAC filters, which
in my opinion removes the concern of the DVCP, the
Paia residents still had a grave concern also about
the DVCP. So nothing has really been done as far as
direction vet with how we're going to handle that

CONCEerI.

1¢ COUNCILMEMBER MOLINA: This latest I guess direction that
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you want to take with the well is news to me now, so
could we have that in writing? Because it seems
like initially the proposal was to have the H'Poko
Wells service Paia. Now instead of -- Paia's
currently I guess using the Iaoc Aguifer. The
direction back then was to have Paia use the well.
Now I'm hearing the well is going to be used for
Central Maui now as a consgideration. Am I correct

in response to your guestion to Chairman Anderson?
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MR. DPEARSON: Well, Paia is Central Maui, so it would be
the same -- the same system. It's just like I keep
saying that Paia is concerned about the quality of
the water of H'Poko Wells. So with their concern,
we're not ignoring that concern so we haven't
determined the specific way that we're going to feed
Paia, but we can also -- we also locked at bringing
the piping further on down beyond the booster pump
near Spreckelsville, and that way the H'Poko Wells
can still get into the Central Mauli system.

COUNCILMEMBER MOLINA: So would that H'Poko Well also be
servicing Kahului residents?

MR . PEARSON: Well, that's a possibility, and I don't want
to get too detailed into that because we're gtill
evaluating all the different scenarios.

COUNCILMEMBER MOLINA: Becauge I'm sure you'll get some
people from Kahului possibly calling about this as
well. 8o I would like -- maybe we can open the
lines of communication a little bit more with us,
with the Committee as well, because the information
igs changing and it'e like we seem to hear about it,
you know, after -- after the fact. BSo I know the
Administration has told us he wants to keep the
lines of communication opened with the Council

members, go I think this issue of water in the
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H'Poko Well is of growing concefn to many people.

CHATR ANDERSON: We will address that at another time.

COUNCILMEMBER MOLINA: Yeah, I know it's not on the
agenda .

CHATR ANDERSON: It's not on the agenda, and I did allow
it because -- as far as it being integrated into the
system where Pookela Well is being used, but I think
we'll address that in another time in more detail.

COUNCILMEMBER MOLINA: Thank you.

CHATIR ANDERSON: Dain.

COUNCILMEMBER KANE: May I request just a brief recess,
Chair?

CHAIR ANDERSON: Well, I was going to give us a ten-minute
recess.

COUNCILMEMBER KANE: Great.

CHAIR ANDERSON: If that would be agreeable.

COUNCILMEMBER KANE: Thank you.

CHATIR ANDERSON: Okay, we will recess and reconvene at
10:40. (Gavel).

RECESS: 10:30 a.m.

RECONVENE: 10:43 a.m.

CHAIR ANDERSON: (Gavel). (Inaudible) meeting. I believe
we've exhausted discusgsion on the Pookela Well,
unless anybody has anything else they want to add --

COUNCIL MEMBERS VOICED NO OBJECTIONS.
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CHATR ANDERSON: -- I'd like to defer this item pending
further action.

COUNCIL MEMBERS VOICED NO OBJECTIONS. (PRESENT: ANDERSON,
JOHNSON, KANE, MOLINA, AND PONTANILLA)

ACTION: DEFER

CHATR ANDERSON: And we will send out reguests for more
information and get something in writing from the
Department. We'd appreciate that.

WR-24 WATER RATE STUDY (C.C, No. 05-43)

CHATIR ANDERSON: Okay, Members, we're going to be taking
up Item 24 now, which is a water rate study
recommendation letter from the Water Rate
Stakeholders Committee to the Board of Water Supply,
which we have been CCed a copy. We do have a
testifier, who isn't here at the moment. So I‘1ll
leave testimony open, and maybe he went to move his
car.

But I just wanted to give a little
background, my understanding, before we turn it over
to the Department. Under our agenda ltem we have
not just this water rate study, but also the
contract from R.W. Beck, and they are the
professional consultants who were engaged by the
Department of Water Supply to conduct a water rate

study. The Stakeholder Committee was then organized
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by the Department of Water Supply to aggist with
R.W. Beck's rate study in regards to policy
decisions. 8o once the Rate Stakeholders Committee
gives their recommendation to the Board of Water
Supply, they will either accept it or make their
changes, pass it on to the Mayor, and then it
ultimately comes to the Council for decision making.

8o in lieu of all that, and because it's been
gquite some time since this was initiated, and we're
coming down to the wire, I would like to have a
discussion so that we can all, you know, get up Lo
speed on this. I am a bit concerned that we haven't
had any input from the consultant firm on this, vet
we've got recommendations pending in front of the
Board of Water Supply.

So with that, I'd like to give everybody a
charnice to discuse this in an open forum, and we're
going to start first with the Department giving us a
general overview, 1if you would, Jeff, please.

MR. PEARSON: Okay, thank you, Madam Chair. There's -- in
that letter that you received there's a cover letter
that's provided from -- with the Board of Water
Supply letterhead discussing the general information
for the water rate evaluation and the Stakeholders

Committee. Following that, on the letter itself,
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the December 1l4th, 2004 letter, again, there's kind
of a front end general discussion. I think -- T
would think that most of you have read that, so I
won't go over all the details.

The Stakeholders Committee was born out of
the experience from the Department of Water Supply.
Last tiﬁe they did a rate study they did it in house
and they polled I think at that time ten menbers
from the community with varied interests and varied
concerns about water. George at that time -- this
last year, 2004, thought that worked well, so he
repeated that process again and polled and received
good response from I think it was 14 -- 14
individual members. So they were formed as what we
call the Water Rate Stakeholders Committee.

As that -- the one letter -- the December
14th, they began meeting March 16th, 2004, and thevy
met pretty close every month, and there was good
open discussion. Prior to that we had gotten our
consultant on board. She -- R.W. Beck is the
consultant. Ann Hajnosz was the consultant we
worked with mostly. She had some support from
Richard Cuthbert, I think is how you pronounce his
name. So they've been on board since day one, or

actually before day one with the Stakeholders

RALPH ROSENBERG COURT REPORTERS, INC.
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Committee. They worked with our Fiscal side and our
Planning side to get billing information, history,
and they've been instrumental in getting us to this
point.

Holly -- later, as the guestions arise, Holly
has more details on the contract itself, some of the
deliverables, and what's been contracted to date.

As you can see, the Stakeholders Committee made a
recommendation and there -- the recommendation will
go to the Mayor. Excuse me, it will go to the Board
first. As been stated, the Board has seen this
letter. They're holding off on their final decisiocn
until after we have our community meetings. We've
had community meetings throughout the islands. We
have -- let's see, we have three left. We met last
night in Haiku. Tonight is in Pukalani at the
Hannibal Tavares Center at 7:00 o'clock. Let's see,
wednesday -- excuse me, Thursday is Kihei at the
Kihei Community Center, and Friday is at the -- in
Lahaina at the Lahaina Civic Center? Where 1s it at
in Lahaina? The Lahaina Community Center, and all
the meetings are at 7:00 o'clock.

So what we're doing is we're bringing the
microphones and the tape recorders so we can get

information on what comments or complaints oxr
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information that the public provides. Generally so
far the turn out has been fairly low. I don't think
it's because of communication. We've paid for radio
ads, we've put ads in the paper, we've put notices
in the paper. You know, we tried to be very
cognizant that we wanted to get the information out
go that that wouldn't be a factor in people not
showing up, so I don't know what you can read by
them not showing up, but that's where we're at.

In the letter -- again, I keep referring to
the December l4th letter and the stakeholders
recommendations, there's a list of -- excuse me --
seven recommendations on page 3. So I don't know if
you want me to give you a brief outline of the
recommendations or would you rather just cpen it to

questions or what would you choose to do?

17 CHAIR ANDERSON: I will leave that open to the members. I

18

19

don't know how many of them had an opportunity to

read this report.

20 COUNCILMEMBER PONTANILLA: Chair.

21 CHAIR

ANDERSCN: Joe.

22 COUNCILMEMBER PONTANILLA: If Jeff could, you know, read

23

24

25

off all of the seven recommendation and maybe for
every recommendation we have a Q and A on that one

particular recommendation.
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CHAIR ANDERSON: That would be fine, Mr. Pontanilla.

Okay, go ahead, Mr. Pearson.

MR. PEARSON: Okay, Members --

CHATIR ANDERSON: Does everyone have the document -- excuse
me ~-- in front of them? Okay.

MR. PEARSON: Okay, again, it's the December 14th, 2004
letter. It's on the third page. There's a list of
seven recommendations. The first recommendation is
CIP implementation plan. The water resource --
Stakeholders Committee recommends that the
Department of Water Supply vigorously pursue the
implementation of the CIP implementation plan. The
plan must specify the actions necessary to
accomplish capital projects at an annual level of
approximately $25 million. See Attachment 6 for a
copy of the CIP implementation plan. Attachment 6
is of course part of this letter.

I would just like to make a comment on that,
that it was a -- this wag a grave concern for the
Stakeholders Committee because it's -- I think it
would be obvious to anyone sitting here that if you
don't spend the money, you don't need a rate
increase. And the Department of Water Supply's
history on CIP is not very good. Everyomne gitting

here knows that, especially when you sit on the
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Budget and Finance Committee.

S0 we were put to task to kind of up the ante
and provide better productivity on the CIP side.
They requested we do $25 million a year in CIP
encumbrances, and the Department of Water Supply
actually contested that or spoke against that
because we felt it was difficult to reach that
level. This last year our budget for the Fiscal
2004 was approximately 22 million and we encumbered
about 15 million. I can put an asterisk to that
that there were a few projects that would have -- it
would have probably increased probably 2 more
million, but some projects -- either we didn't have
the additional funds because of the high -- the high
bids that came in, so we didn't actually encumber
those, but the work was done that would have
encumbered them had the bids come in in line.

So I think our CIP Divigion did a heck of a
job in putting out the 15 or more million this last

yvear, but it's still a huge task.

CHAIR ANDERSON: So what's --
MR. PEARSON: Yes.
CHAIR ANDERSON: Oh.

MR. PEARSON: In Attachment 6 Water Supply has tried to

detail how we will be able to rise to that task.

RALPH ROSENBERG COURT REPORTERS, INC.
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One main issue of course is to get more staff. It
lists on the second page, 2 of 4 of Appendix 6, the
shortage of staff we have right now. Authorized is
13 staff on the engineering side and on board right
now is eight. We're looking at recruitment, of
course, trying to get other ways of recruliting
engineers at higher wages hopefully, going out of
gstate, having job fairs. At one of the stakeholders
meetings they asked -- well, the Mayor's
representative was there and they asked someone from
the Department of Personnel Services to be there to
try to address this issue.

Other issues as far asg improving the CIP
outlook -- or output, excuse me, is 1f there's let's
say five pipeline projects, instead of bidding five
projects, it may be better to lump those projectg in
gome way, bid one project and then manage one
project that has five components. That would lower
the load on our CIP group. I'm going down the
headings here. Page 3 of 4 on that Appendix 6,
private engineering firms. If we can sub out some
of the work -- I know you heard Alva mention we're
going to do the construction management for Pookela
Well. TIf there was -- of course maybe not in that

case but in other cases, if we could sub out the
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work to have a private firm do that, that would free
up our engineers to do both CIP and permit and plan
review.

The other portion of that would be to sub out
the earlier portion where we manage the design of
the project, not just the construction. Again, that
would free up our CIP engineer to oversee the design
of many projects, as opposed to one at a time
because we're overseeing each engineering firm. It
was lookad at and we met with DAGS, Department of
Accounting and General Services of the State,
they -- what's his name? Ernie Lau moved from the
Commigsion of Water Resources over to DAGS, and he's
quite a go-getter, and we've had good communication
with him and he suggested that we consider DAGS as
managing our construction side, but as it's
discussed here, it just wouldn't seem to work with
their unfamiliarity with the projects. The fact
that they move probably slower than Water Supply and
it was -- so it was at least considered, but not
accomplished.

So that's pretty much the recommendation
number one, if you care to comment or question on

that.

COUNCILMEMBER PONTANILLA: Yeah.
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CHAIR ANDERSON: Go ahead, Mr. Pontanilla.

COUNCILMEMBER PONTANILLA: Thank you, Chair. In regards
to monies that's been encumbered for a particular
vear, you say that you encumbered at least -- over
$15 million. When you say encumber, was the work
completed, meaning that engineering, construction's
all done or is that money just encumbered just to
ensure that monies are available to continue the
project and be completed the following year?

MR. PEARSON: Yeah, it was the latter question -- the
latter answey, that it's encumbered, it's not been
spent but the contract has been finalized, the money
ig available to do the work on that project. 8o,
for instance, Pookela Well, the money is encumbered,
we're signed off on the contract, of course not much
money has been spent yet because he hasn't begun the
construction, but the money for Pookela Well is an
example of what's been encumbered in '04.

COUNCILMEMBER PONTANILLA: As far as the encumbrance of
the dellars, are these monieg cash or bonded
projecta?

MR. PHARSON: WMy Fiscal Division Head says cash.

COUNCILMEMBER PONTANTLLA: Cash.

MR. PEARSON: No bonded projects for '04.

COUNCILMEMBER PONTANILLA: So once that cash isg

RALPH ROSENBERG CCOURT REPORTERS, INC.
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encumbered, there's no chance of utilizing the
dollars for other projects that may be important to

be completed?

MR. PEARSON: Correct.

COUNCILMEMBER PONTANILLA: In other words, what I'm trying

to get at is there a mechanism that you folks --
that will tell you how much money you'll be spending
for engineering, how much money you'll be spending
for construction, and the time line in regards to

spending those dollars?

MR. PEARSON: Well, I can kind of keep referring back to

Pookela just because it's right there, but, you
know, that one, it's a construction project., The
congtruction contract came into place around
December 20th, and we'll be getting a construction
achedule. 2 lot of times the contractor will also
provide.a schedule on how he's going tc request
payments, how he's going to complete the work to get
the payments. So I know it's been done in the past.
I don't know if it's done with every project. That
would be up to the engineers to manage that, or if

we have someone that we consult out.

COUNCILMEMBER PONTANILLA: I'm trying to refer -- you

know, rather than come for a supplemental to us in

regards to more dollars for a certain project, that
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some of these projects that's not golng to be
started in the next -- in the near future that can
be delavyed, you know, those monies being reassigned
to a project that you really need the money for.

MR. PEARSON: Well, I guess sometimes we do that, and of
courge when we do that we have to come to Council to
request that the money be trangferred from one area
to another,

COUNCILMEMBER PONTANILLA: So it's done?

MR. PEARSON: But not once -- not once the money is
encunbered. We can't do that after the money is
encumbered. Then it's dedicated to that project and
there's --

COUNCILMEMBER PONTANILLA: So you have all this money
gitting, then?

MR. PEARSON: Well, hopefully we're moving forward on
whatever projects are encumbered, but it's gitting
there until the progress has been made on the
project where the money is paid to the contractor or
design engineer.

COUNCILMEMBER PONTANILLA: Okay. Thank you, Chair.

CHAIR ANDERSON: Okay, Mr. Pontanilla.

Members, you know, my intention here was
to -- I'm afraid that if we go into detail over all

geven of thege recommendations we won't have time to
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discuseg the bigger picture here, and I don't know
that it's appropriate for us to do that because
these -- these are recommendations to the Board of
Water Supply, not to us. The Board of Water Supply
will then be forwarding their recommendations to the
Mayvor and on to us.

My intention here was to discuss the contract
with R.W. Beck that was initiated to begin this
water rate study and how the Water Rate Stakeholders
Committee functions in regards to that contract. So
I'm going to take a moment here and have our one
tegtifier come down and give his testimony. I see
Mr. Johansen's in the audience, if you'd like to
come and testify, Mr. Johansen, and then we'll start
again once he's finished. T will note that under
Ttem 29 there was a testimony from Mr. Johansen that
was transmitted today, so that will be in your
binder.

Mr. Johansen.

. . .BEGIN PUBLTC TESTIMONY. . .

MR. JOHANSEN: Thank you, Chair. Good morning, Chair and

Council Members, members of the audience. My name
is Ralph Johansen. I'm a member of the Water Board,
but I'm here on my own behalf. My concern in

reading the recommendatiocns of the Stakeholder
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(808) 524-2090



WR 2/2/05

10
11
12
13
14
i5
16
17
18
19
20
21
22
23
24

25

77

Committee are conveyed in the communication that I
directed to our Chair, and they have to do with the
allocation of water revenues and making a clear
distinction between existing customers and their
needs and new customers whose expenses will all be
in the nature of new growth, additions to the
existing water system{ and I found that that wasg not
treated adequately in the stakeholders report.

So my exception to that report was going to
be in the form of a motion to the Board of Water
Supply, but at the last meeting we had we had a
quorum for about an hour and there wasn't time to
make that motion. I intend to make it on February
27th at our next meeting. What I wanted to stress
in appearing here very briefly was that there is a
need to make that distinction clear down the line to
the extent that they use existing water
infrastructure, there should be a clear delineation
between their uses and the uses of existing
customers. I don't think that that's too difficult.
T think that competent accounting would make that
clear to the satisfaction of everyone.

I also, before T leave, want to say that not
only will we be taking this up, but I hope we can

get a report from the Department of Water Supply

RALPH ROSENBERG COURT REPORTERS, INC.
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that addresses the questions that I have and that
that will be made part of the record before we have
to pass this on for our approval to the -- tO the
Department of -- the Water Resources Committee. And
I think that's the extent of wmy remarks.

There's one analogy that I want to make that
I think is appropriate. It was made by Dick Mayer
at our Committee. If you have a block of resgidents
who have constructed a street at their expense
running through the block from which they all
henefit with their driveways facing and moving off
of that block, and someone comes in adjacent and
wants to extend the block, wants to make a new block
which they will benefit from, they would not be in a
good pesition to ask the block down the street to
contribute to the costs of their infrastructure. I
think the analogy is completely on point and I don't
see how anyone can -- can ask the existing customers
to foot that bill, and I ask for your response.
Thank you.
ANDERSON: Thank you, Mr. Johansen.

Any questions by members? Ms. Johnson.

23  COUNCILMEMBER JOHNSON: Yes, Ralph, thanks very much,

24

25

first of all, for even gerving on this stakeholders

group -- or I guess you're on the Board of Water
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Supply.

MR. JOHANSEN: That's correct.

COUNCILMEMBER JOHNSON: Even though you're speaking as an
individual today, I want to understand, I did read
your testimony and if I'm -- if I'm ~-- I guess
looking at this in the context with which the Chair
has, you know, kind of wanted to look at this
subject today, do you think that it was the way that
the contract was actually drafted, the RFF, and what
the consultant was charged with that maybe didn't go
far enough? Do you think that's some of the
shortcomings in the overall report?

MR. JOHANSEN: I spoke with Ann Hajnosz before our
workshop meeting. She stated that neither the
charge of the Stakeholders Commuittee nor of R.W.
Beck included a delineation between existing usage
and new growth.

COUNCILMEMBER JOHNSON: And --

MR . JOHANSEN: So to answer your guestion, I think that
was an oversight.

COUNCILMEMBER JOHNSON: Yeah, and in your opinion it did
not go quite far enough to be able to differentiate,
you know, when are you paying for new and, you know,
on the backs of the existing water ratepayers.

MR . JOHANSEN: Yes, that's what I think. It's my opinion.

RALPH ROSENBERG COURT REPORTERS, INC.
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I also talked with Mr. Tengan after our last meeting
and he made two points. The first I think I've
already addressed, but I'11l repeat it because it's
relevant to give his response to me. He gald that
there are many areas where new customers are going
to participate in old infrastructure and that this
would involve a difficult process of making that
separation. And I responded as I've regponded here,
that I think with a competent accounting that can be
accomplished.

He also raised the point that -- let me think

now. I had two points. I'm afraid it's flown.

13  COUNCILMEMBER JOHNSON: Well, you know, I have the essence

14

15

16

17

18

19

I think of what you're saying, then, and in your
opinion, do you believe -- and I guess from what you
said you do believe that with the existing
information that they have, that they should be able
to extract the data that at least would delineate,

okay, whose paying for what?

20 MR. JOHANSEN: If the existing information is the

21

22

23

24

25

information that we received on the Board of Water
Supply is from the stakeholders, I don't think that
information is adequate. I don't think you can make
that separation based on what they have done in

regsponse to their charge, and I think that you have
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to go back and straighten the wheel.

COUNCILMEMBER JOHNSON: 8o -- so that would either require
additional research or at least looking at other
models, then? Would that be something that in your
opinion -~

MR. JOHANSEN: Yes.

COUNCILMEMBER JOHNSON: -- would be realistic?

MR. JOHANSEN: I thought other models certainly would be
quicker to find out how others have done it.

COUNCILMEMBER JOHNSON: Okay, thank you very much, Ralph.

CHAIR ANDERSON: Any other guestions? Mr. Kane.

COUNCILMEMBER KANE: Thank you. Mr. Johansen, thank you
for being here. Just to clarify, although you
mentioned specifically regarding your intended
motion at the last meeting, is it your understanding
or can we understand that the final rate
recommendation will not come out until probably that
February 28th meeting that you referenced?

MER. JOHANSEN: Yes. My understanding was at the last
meeting the Chair deferred our action on this
recommendation until the 27th meeting, 27th of
February.

COUNCILMEMBER KANE: Okay. Thank you very much, sir.
Thank you, Chair.

CHAIR ANDERSON: Thank you, Mr. Johansen. I would just
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add I appreciate the letter that you sent, but it's
my understanding, according to the Code, that water
rate fees are only supposed to be assessged to
existing users for their existing service for
operations and maintenance. They're not gupposed to
be used for capital improvements for expansion of
the gystem in any way. SO --

MR. JOHANSEN: That --

CHAIR ANDERSON: I agree with you, I think that needs to
be a clear distinction in their capital
improvement --

MR. JOHANSEN: May I just add --

CHAIR ANDERSON: -- section.

MR. JOHANSEN: -- I don't think the way that it has been
treated is adequate for the Board of Water Supply or
the public or this body to have a clear picture of
what that breakdown is.

. . JEND OF PUBLIC TESTIMONY. . .

CHAIR ANDERSON: Thank you, Mr. Johansen. Which is one of
the reasons I called the meeting is because I feel
that, you know, it's nice that they've given us this
preliminary recommendation letter from the
gtakeholders Committee, but they were an appointed
body and we really should be getting our

recommendations from the Board of Water Supply once
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they've acted on it. T hope that they will loock at
distinguishing existing users from future users.
And I just wanted to ask a couple of
questions before I open it up to the body, if you
don't mind. And one is that if the Department could
help me understand -- I did send a letter to the
Department January 31st, and we received a response
thig morning. It's in your binder. I'm sure it's
one of the last items in the binder. And I'm not
really pleased with the lack of response that we
got, particularly the Water Rate Stakeholders
Committee seems to be holding a lot of weight in the
direction that this rate increase study 1s going.
g0 I would like to know who was invited? If it was
only the people who are listed, those are the only
inviteeg, I got not response in my letter, so is
there any way you can elaborate on that? The
invitees are just the people who are listed; is that

correct?

50 MR. PEARSON: Madam Chair, of course the people that were

21

22

23

24

25

listed of course were invited. What I couldn't
provide to you right now, if there were any others
on this list that chose not to participate. I'm not
sure of the total number that the Director invited

originally.
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CHAIR ANDERSON:

84

Well, the Director signed the letter, so

if he didn't want to answer the question or if he

has -- I mean, he didn't respond to my guestion. He

just gave me a list of the
My concern ig that they're
an elected body. They are
Department. So I think we

a broader scope initially,

people that were invited.
not an appointed body or
invitees by the

need to know if there was

if there were more people

invited, because I think the list is heavily
weighted with people who maybe perhaps have

corporate interesgts --

COUNCILMEMBER KANE: Really? I'm sorry.

CHATR ANDERSON: -- rather than ocur citizens. So my other

question in regards to the Stakeholders Committee is

did they comply with Sunshine Law regquirements?

MR, KUSHI: No.
MR. PEARSON: No, they did not.
CHAIR ANDERSON: And can you tell me why they didn't?

MR. KUSHI: Madam Chair, for the record, they did not --

they're not subject to the Sunshine Law. They 're
not an agency as defined in the Hawaii Revised

Statutes.

CHATR ANDERSON: Okay. Mr. Kane, do you have a question

in this line?

COUNCILMEMBER KANE: Thank you, Chair, and it has to do
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with one of your questions, and more specifically
cne of the responses to -- by Director Tengan. And
it's just a follow-up to Mr. Johansen's point that
he made regarding the deferral of the Board for
their final rate recommendation that would be, as he
listed on page 3 of his response to your questions,
at the very top, I think that would be the point
where Board forwards its final rate reccmmendation
as part of a budget process to the Mayor for his
review, and then it goes forward and -- they go to
print before -- the final print, because it's
required March 15th on our desk, the budget.

3o I don't know how the Mayor is going to
provide us with a recommendation based on all the
work that was done. And I know that your line of
questioning kind of goes into the -- I don't know
what word to use. I'll use the word legitimacy of
the stakeholders. As individuals I think they all
individually are good people, but I understand where
your line of questioning is going, so I don't go
there, but for sake of process, if the Mayor does
not get the final Board recommendation to
incorporate his recommendation to the County Councii
in March, then what we see in March really will not

be a result of the feedback of the Stakeholder
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Committee or anything else other than what they come
up with on their own, because they're not going to
get anything in time to print.

So I just wanted to make that comment as a
point of -- anyway, I just wanted to bring that to
light. If nobody noticed that, that's gomething
that as Mr. Johansen wag talking, his point about a
final recommendation not coming forward, and there's
a break right there. We're not going to have
anything that's going to come that's connected in
any way to the Stakeholder Committee's work. Thank
you, Chair. That's all I wanted to do.

ANDERSON: That's a good point, Mr. Kane. I'm
having difficulty finding the fulfillment of the
contract from R.W. Beck. I think when we spend a
quarter of a million dollars to have a professiocnal
congultant give us information, we need to have
their work product in front of us, rather than
what's been distilled from their work product by an
appointéd committee. I have a problem with that.

So I'm -- I'm not sure that we can do
anything about it at this point, because we are
heading into a deadline, and I personally don't feel
that the options that -- or the requirements of the

contract were totally fulfilled. Then again, I
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didn't sit at all the stakeholder meetings, so I
can't pass judgment on that. But I was hoping that
we'd have a clearer understanding of what the role
of the consultant was in regards to the Stakeholders
Committee.

We're suppoged to be receiving a five-year
recommendation for rate increases, and what they
have in this -- in this gtakeholders letter of
recommendation to the Board indicates that there
would be over a five-year period almest a 40 percent
increase. And I'd like to see some really solid
justification for that. And T was hoping the
contract with R.W. Beck called for a draft report to
be presented to the Board of Water Supply and the
Council. Now, I'm assuming that the draft report
was submitted to the Water Rate Stakeholders
Committee; is that a correct assumption,

My . Pearson?

PEARSON: No, the draft report hasn't been completed

vet by R.W. Beck. They haven't billed us for that
draft report. George was the -- he worked on the
contract, but I have Holly here that has the fees,
breakdowns of the contract work, the percent

complete, and the current -- the billing.

COUNCILMEMBER KANE: Madam Chair.
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CHAIR ANDERSON: If we don't have the draft report from

the consultants, how can we have recommendations? I
mean, I got a hard time understanding this. AaAnd
there is a breakdown in their contract, a time line
as to when all this is supposed to happen. 5o I
think we are getting the cart before the horse.

Mr. Kane, did you have a comment?

COUNCILMEMBER KANE: Mine was on -- off the subject, but

it wag more if we can stay away from using first
names, because we're having CGeorge and Holly and,
vou know, toe me we're in a -- we're in a meeting
that the public has access to. I think we need to
gharpen it up or tighten it up a little bit. No
offense to you, Chair, but it just makes it very
difficult for us to relate on a professional level
and that the public expects us to take on the
enormity of this work when we start talking about

George and Holly and Dain and, you know.

CHATR ANDERSON: Okay, we'll stick to --
COUNCILMEMBER KANE: -- and Joe and Blow.
CHATIR ANDERSON: -- last names.

COUNCILMEMBER KANE: Well, I mean just official capacities

I think would be the more appropriate way for us to
address each other, and that way the public is clear

on who's -- who's on first base. That's all I'm
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asking. So that was my point of order I guess we

could call it. Thank you, Chair.

CHAIR ANDERSON: Thank you, Member Kane.
MR. PEARSON: I apologize, Madam Chair.

CHATR ANDERSON: It shows here in the contract that the

draft was to be submitted in October of last year.

Can you explain that, why it hasn't been ftinalized?

PERDIDO: Madam Chair, the draft -- when this initial

contract was done back in '04 -- I think January of
104 when they first started negotiations for the
contract, they came up with this scope of work.
Throughout the -- well, currently there's -- we do
have an amendment to extend the contract to the end
of this vear also, so the contract is not over vet.
And that's why one of the reasons we do not have a
final report, but we 4did get a draft of the revenue
requirements.

We -- the Stakeholder Committees have taken
longer than was anticipated. There has been much
discussion. She's given draft -- or the consultant,
excuge me, has given draft reports to the committee
on the revenue requirements as well as the cost of
service analysis. Currently they have not prepared
any draft or final reports. They're not finished

doing everything. Doing some of the other items the
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committee has recommended or would like to go with,
for instance, the customer class rates and stuff is
also one of the items that is requested by the
committee.

They have -- Phase I is completed. They have

finished all the meetings. They have developed the

revenue requirement -- requirement analysis. They
have completed the cost of service analysis. 1 can
give a breakdown of -- well, I have a billing here

to date of what they have done. The congultants --

CHAIR ANDERSON: Excuse me, you just said they completed
the ceost of service analysis?

MS. PERDIDO: They have completed the cost of gervice
analysis, correct.

CHAIR ANDERSON: And you previously had just said they did
the draft.

MS. PERDIDO: They did the revenue requirement draft.

CHATR ANDERSON: Revenue reguirement is a draft?

MS. PERDIDO: The revenue requirement was a report they
have done and we do have a draft of that.

CHAIR ANDERSON: Is it in a draft form or final form?

MS. PERDIDO: Draft form, and it will be most likely draft
form for a while until we're -- until we're more
towards completing the contract, I think. What I

could do is I can provide a copy of the last billing
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with all of what they have done and are still
working on. The consultant has been here -- she
attended many of the stakeholders meetings. She did
attend a couple of the board meetings. I can't
remember which ones. She did speak with a few of
the Council members. We tried to get her to be on
some of the committees, but the timing just did not
work out. And I think she's planning on being here
in March to address one of the committees.
Hopefully with can -- the Budget and Finance
Committee also.
ANDERSON: When do you anticipate any draft or final
reports from them? And I'm not talking, you know,
these -- the customer class rate schedule, that's an
optional task. That's not part of the initial
contract. Maybe you could tell us now. You know,
Members, I'm looking at the contract which is in
vour binder with a cover letter of January 31lst, and
it hag -- it's a contract. And it has a Schedule A,
which lists the scope of work, scope of services.
Exhibit A-1 is the amended one, which I believe is
the first exhibit after the initial contract.

and in that there's a whole list of opticnal
tasks. Task 1 through 8 was supposed to take us to

December lst of 2004 with a revised draft. 1I'm
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assuming it would have been revised after the
Stakeholders Committee looked at it. And then
there's tasks 9 through 15 which are optional. So
you did say that the -- was it the Board or the
Stakeholders Committee regquested that they develop

Tagk 11, customer classg rate schedule?

MS. PERDIDO: Actually when this initial contract was

CHATR

prepared, our Director worked out the details of it,
and I think one of these -- the customer class rate
schedule was one of the recommendations or they
wanted to have a review of this initially. That's
why 1t was put on as an opticnal, and that's why we
wanted to fund that also. This whole -- what I
might -- we will need to do from the ceonsultant is
get a revised schedule from her. Some of the things
with the stakeholders has extended over a longer
period of time than they anticipated. One, the CIP
took up a lot of time with the stakeholders and the
wrestling of the CIP.

So what I could do is get the consultant to
get us a revised schedule, which would go along with
our amendment on the time of the contract, the
length of the contract.

ANDERSON: That would be helpful. I just have a

hard time why we're proceeding forward -- Board of
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Water Supply is proceeding forward and we dont't have
a report from the consultant firm that we hired to
precipitate all of this. 5o -- and I really didn't
get any answers in my letter of request for
information, so I guegs we're stuck trying to figure
it out.

Do you have any idea how much R.W. Beck has
been paid and what product they have delivered to

date?

10 MS. PERDIDO: Currently through the last billing we've
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paid about $140,000, and from it, like I said, Phase
I of the project has been completed. And I'm
ljooking at a revised -- or a schedule that she has
given me, the consultant, I'm sorry. The initial
meetings, like I said, has been completed. The
revenue -- what is it, the revenue reguirement
analysis, it was a draft, and that's -- the work has
been done on that. The cost of service analysis has
been completed. And a lot of these have been given
to the stakeholders as part of our agendas. Every
month there's an agenda with a packet that goes out
to the stakeholders also.

The attending a lot of the meetings has been
completed. She did attend -- or they did come over

here for a lot of our -- the stakeholders meetings,
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as well as for the Board, and, like I said, meeting
with a few of the Council members, as we couldn't
get her on the agenda for meetings. She's completed
the additional revenue requirement alternatives. 5o
pretty much the revenue requirement has been wrapped
up. The feasibility of customer class rates ig only
about 70 percent completed. The customer class rate
schedule is about 50 percent completed. And the
implementation issues relating to the customer class
rates has only been about 20 percent completed. And
then the separate service area unit cost, which was
one of the optional ones, that was completed.

CHAIR ANDERSON: So the projected revenues and revenue
requirements -- that was Task No. 2, Members -- that
wag completed?

MS. PERDIDO: Yes, the revenue requirement.

CHATIR ANDERSON: And the cost of service analysisg, that
was completed?

MS. PERDIDO: Correct.

CHATR ANDERSON: Do those two studies incorporate anything
other than what is in thig letter from the Water
Rate Stakeholders Committee?

MS. DPERDIDO: Yeah, there -- I could get the drafts. We
do have a copy of the drafts of that.

CHATR ANDERSON: Could you transmit copies of both of
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1 thoge to this Committee?

2 MS. PERDIDO: Uh-huh.

3 CHATR ANDERSON: And you said that there's 70 percent of

4 the -- what did you call it -- customer c¢lass
5 feasibility study? Could we have whatever is -- has
6 been submitted to date.on that. The reason I'm
7 asking for this information, Members, is that you're
8 the body, we're the body who's going to be making
9 the final decision on this, and I'd hate to see
10 vital information filtered through various groups
11 and committees and not have it come before us in an
12 intact form so that we get the whole picture.
13 Member Johnson.
14 COUNCILMEMBER JOHNSON: Yes, Chair Anderson, I wanted to
15 find out from the Department -- and if you have this
16 information, I think it might be helpful at least to
17 me, I'm looking at Mr. Tengan's letter of January
18 5th, 2004 to then Chair of the Water Resources
19 Committee Danny Mateo, and in the letter he kind of
20 chronicles how the stakeholders group was used in
21 the past, and I'm assuming that this is not the
22 first water rate study that we've had prepared. So
23 in looking back, though, what I would like to know
24 ig if we utilized ancther consultant in the past to
25 help us to develop recommendations for water rate
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increases, how was it structured then in comparison
to now, or was it done in exactly the same format,

if you have that information?

PERDIDO: Madam Chair. 1In the -- in the past the past

rate increases, it was developed in house and it was

developed by our -- the current Director and our
Fiscal Officer at the time. They did get a -- or¥
have a Committee similar to this with -- which

worked really well with pretty much the same type of
breakdown which they tried to go out and get somecne
from every area to help come up with the rate
structure, but it wasn't done with a consultant. It
was done on past experience of our Director, and
they did use the committee a lot to come up with

their decisions.

COUNCILMEMBER JOHNSON: And then so this is the first time

MS.

vou've actually utilized a consultant, then, in this
capacity to actually go through this process; is

that correct?

PERDIDO: Madam Chair.

CHAIR ANDERSON: Go ahead.

MS.

PERDIDO: As long as I have been at the Department for

the past ten vears, ves, this is the first time. In
the past I think there was gome other rate gtudies

done for the Department.
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1 COUNCILMEMBER JOHNSON: And those might have just been
2 done on individual contracts or smaller scale?
3 MS. PERDIDO: Correct.

4 COUNCILMEMBER JOHNSON: Okay. And the reason I'm asklng

5 thig, Madam Chair, is that if we have something to

6 compare this to, what other jurisdictions are doing,
7 what we've done in the past, I think from my

8 perspective I'd really -- because we have nothing to
9 compare it to, because this is the first time we've
10 done this particular method. I would like perhaps
11 to look at another model or what other jurisdictions
12 have done, if they've used either this consultant or
13 a gimilar consultant, because then I at least as a
14 decision maker would be able to have a little bit
15 better idea is this the best method to use or is

16 this the best wmodel to use.

17 Becauge when Mr. Johansen was asking the

18 questions that he was asking, it just immediately

19 came to mind that, well, we can't be the only people
20 that have ever done this and. Therefore, the more
21 information we have -- and if it's structured in a
22 way that's more useful to us or a model or let's
23 even say an assumption rate could be used for CIP, 1
24 would really like to see how other people have done
25 rhat. It could be, you know, on Oahu, it could be
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on the mainland, but scmething that is a comparison
to ocurs. And that for me, anyway, Madam Chair,

would be very helpful.

CHAIR ANDERSON: It's my understanding that R.W. Beck has

done consulting for all of the State's counties in
regards to water rate studies, but it would bhe nice
to know what -- what of their work product is
included in this transmittal to the Board from the

Stakeholders Committee.

COUNCILMEMBER JOHNSON: And in addition I -- just from the

perspective of understanding the methodology that
wag used, are we using a similar model? Are we
structuring it with the -- let's say the
gtakeholders groups, 1s that kind of the model? Is
that the mogt effective and efficient way to do it?
and, you know, even when I looked at their
preliminary information, when you look at the
break-out, there seems to be -- when you're looking
at the actual cost of delivery of services, there's
a huge disparity, and I had some concern about, vyou
know, coming along with a level rate increase and --
even when you look at the agricultural water rates.
You know, I mean there's some people that are doing
agriculture and then there are some people that are

not doing agriculture that are in agricultural land.
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So I just want to have a better understanding
becauge I haven't gone through this either, and I
think that it's good to at least discuss it.
So I just -- from my perspective, if we could

have something a little bit more definitive that
would help us compare what's been done in the past.
I think Holly's been able to give us a little bit ot
that information, but algo to see in other areas,
maybe not necessarily the State of Hawaii, how do
other people develop their water rates and how are
these issues treated with regard to separation of
expanded use for new and maybe updated systems Lo
serve non-users or at least people that are not
presently on the system and what will be used to
just simply maintain the existing system to keep it
up to par so that everybody will have reliable

service. Thank you.

CHAIR ANDERSON: Thank vyou, Ms. Johnson.

Members,any other gquestions? Mr. Mateo.

COUNCILMEMBER MATEQO: Chairman, thank you very much. To

MS.

the Department, because of the recommendations that
was received by the working group, has any of those
recommendations been already incorporated into the

upcoming budget request by the Department?

PERDIDO: Well, the budget -- oh, excuse me, Madam
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Chaizr.

CHAIR ANDERSON: Go ahead.

MS. PERDIDO: As vou know, the budget process takes gquite

a while, and we had to -- we submitted something to
the Mayor's office already and we have not -- we are
walting for the February meeting to confirm --
actually the budget -- the Board of Water has not
confirmed our budget even that we presented to them.
They wanted to wait until after the community
meetings to listen to what people are saying about
the proposed rate increase. So basically T think at
their February meeting they are going to hopefully,
vou know, approve the budget that has been submitted
to the Mayor or give any changes or recommendations

that they have at that time.

COUNCILMEMBER MATEO: Okay, so --

PERDIDO: But it was incorporated into the budget.

COUNCILMEMBER MATEO: It was incorporated?

PERDIDO: Correct.

COUNCILMEMBER MATEO: Okay. And the round of community

meetings that you're going through, which is, you
know, for community input, the last number of
meetings you've had you've had what -- I know the
Deputy Director indicated that the turn out was

really low. Molokai's meeting, for example, had
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about ten people, and then thereafter it just went
lower and lower. So, you know, are we talking about
like input from say 30 people representing public
input?

MR. PRARSON: Madam Chair, Councilman Mateo, 1 could
probably add them up right here as we're gpeaking.
The input has been wost likely less than 30 of the
community people. In Hana there was zero. In
Wailuku, which I didn't attend, I understand there
was four or five. Last night in Haiku there was
about five. So add that up, that's a very small
number .

COUNCILMEMBER MATEQ: So how do we justify public input
when the public is not coming out to actually
provide that input? I mean, what rationale do we
uge to say the public will support this increase
when, you know, a handful only shows up?

MS. PERDIDO: Madam Chair, I know from my experience in
the past when the Board was semi-autonomous and we
would hold our budget hearings, every year we had a
very low turn out. So I know they went out of their
way to -- we advertised all we could, radioc,
everything to try to get people to come out. And I
don't know what else they could have done to try to

get more people to turn out. You know, Jeff, do you
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1 have any --

2 COUNCILMEMBER JOHNSON: Food.

3 COUNCILMEMBER MATEOQO: Food. And is there a particular

4 reagon perhaps based on the scope of seyvices with
5 the contract with the consultant that, for example,
6 during the various community forums that it isg the
7 Department taking the recommendations from the
8 consultant, versus the consultant being present ToO
9 address some of the concerns by the various
10 communities?
11 MR. DPEARSON: One reason of course would be cost. We
12 didn't want -- the consultant didn't feel that they
13 had to be here for every one of the community
14 meetings. They worked on the PowerPoint
15 presentation. We reviewed the PowerPoint
16 presentation with the consultant and with our staff.
17 Also present at the meetings -- at the community
18 meetings are members of the Stakeholders Committee.
19 In your case on Molokai, it was -- Stacy Helm
20 Crivello, she was not an actual voting member, but
21 she was there, and then at other public forums
22 there's been stakeholders at these meetings.
23 COUNCILMEMBER MATEO: Okay. And just for clarification,
24 though, Ms. Helm was the representative on Molokai
25 on the Stakeholders Committee. However, she sat in
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in the Stakeholders Committee towards the tail end
éf the sesgsgion so she was not a participant or privy
to information that occurred prior to the tail end
of which she was asked to git on, just for
clarification. Thank you.

ANDERSON: Thank you, Mr. Mateo. Any other
gquestions by members? I would note that in the
contract Beck was supposed to meet with the County
Council four times, the last time after we received
comments on rate recommendations from the Board of
Water Supply. 8o I'm hoping that we can make that
happern, because I think we need some direct contact
with the consultant who has worked on this. And we
will look forward to getting the rate structure
analysis and also the cost of service analysis,
which I guesg ig the twe key studies that these
rates are based on. And also the contract calls for

a 20-vear planning model, and where are we on that?

MS. PERDIDO: Madam Chair, I just received a list of

requirements from R.W. Beck of some of the
information they need for that, and they're in the
process of working on that. That has not been
billed out at all yet. 8So we're in the process --
like I said, they Jjust gave me a list of all these

data reguirements that they need.
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CHAIR ANDERSON: They're just now asking for data

requirements? I thought that was the first thing

they were supposed to ask for.

PERDIDO: No, this is only for the long-term financial

planning model. This is a separate model than the
revenue reguirement and analysis, and we gave

them all -- well, that information was already
given, but this is just some additional information

they need to work on the planning model.

CHAIR ANDERSON: According to the contract, that long-term

planning model was supposed to be completed in
October of last year. Do you have any idea when

that might be finished?

PERDIDO: I'11 have to get back to you. I'1ll have to

talk to the consultant on that.

CHAIR ANDERSON: Okay. Members, I'm going to ask that we

defer this item, and hopefully we can meet again
with more information. And I know this is going to
be a decision that will be wmade as far as the rate
increase in the Budget Committee, but I'm hoping
that we can have some time in this Committee to
ferret out some details so we don't take up all that
time in budget. So with no objections, we'll defer

thig item.

COUNCIL MEMBERS VOICED NO OBJECTIONS.
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COUNCIL MEMBERS VOICED NO OBJECTIONS.
JOHNSON, KANE, MOLINA,

ACTION: DEFER

CHAIR ANDERSON: Thank you, Members,

This meeting is adjourned.

ADJOURN: 11:47 a.m.

105

(PRESENT: ANDERSON,

AND PONTANILLA)

for your attention.
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STATE OF HAWAII )
) gs.
CITY AND COUNTY OF MAUT )

I, Jessica R. Perry, Certified Shorthand Reporter
for the State of Hawail, hereby certify that the
proceedings were taken down by me in machine shorthand and
was thereafter reduced to typewritten form under my
supervisicn; that the foregoing represents to the best of
my ability, a true and correct trangcript of the
proceedings had in the foregoing matter.

I further certify that I am not attorney for any of

the parties hereto, nor in any way concerned with the

cause.
DATED thig 25th day of February, 2005, in Honolulu,
Hawaii.
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